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STATE OF TENNESSEE

COMPTROLLER OF THE TREASURY
State Capitol
Nashville, Tennessee 37243-0260
(615) 741-2501
John G. Morgan
Comptroller

August 14, 2003

The Honorable Phil Bredesen, Governor
and
Members of the General Assembly
State Capitol
Nashville, Tennessee 37243
and
The Honorable Charles W. Manning, Chancellor
Tennessee Board of Regents
1415 Murfreesboro Road, Suite 350
Nashville, Tennessee 37217
and
Mr. John Germ, President
Chattanooga State Technical Community College Foundation
4501 Amnicola Highway
Chattanooga, Tennessee 37406

L adies and Gentlemen:

Transmitted herewith is the financial and compliance audit of the Chattanooga State Technical
Community College Foundation for the years ended June 30, 2002, and June 30, 2001. You will note
from the independent auditor’s report that an unqualified opinion was given on the fairness of the
presentation of the financial statements.

Consideration of internal control over financial reporting and tests of compliance resulted in no
audit findings.

Sincerely,

L o

John G. Morgan
Comptroller of the Treasury
JGM/sds
03/033



State of Tennessee

Audit Highlights

Comptroller of the Treasury Division of State Audit

Financial and Compliance Audit
Chattanooga State Technical Community College Foundation
For the Y ears Ended June 30, 2002, and June 30, 2001

AUDIT OBJECTIVES
The objectives of the audit were to consider the foundation’s interna control over financia
reporting; to determine compliance with certain provisions of laws, regulations, contracts, and

grants, to determine the fairness of the presentation of the financial statements, and to
recommend appropriate actions to correct any deficiencies.

AUDIT FINDINGS

The audit report contains no findings.

OPINION ON THE FINANCIAL STATEMENTS

The opinion on the financial statements is unqualified.

“Audit Highlights” is a summary of the audit report. To obtain the complete audit report, please contact

Comptroller of the Treasury, Division of State Audit
1500 James K. Polk Building, Nashville, TN 37243-0264
(615) 401-7897

Financial/compliance audits of colleges and universities are available on-line at
www.comptroller.state.tn.us/sa/reports/index.html.
For more information about the Comptroller of the Treasury, please visit our Web site at
www.comptroller.state.tn.us.
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Chattanooga State Technical Community College Foundation
For the Years Ended June 30, 2002, and June 30, 2001

INTRODUCTION

POST-AUDIT AUTHORITY

Thisis areport on the financial and compliance audit of the Chattanooga State Technical
Community College Foundation. The audit was conducted pursuant to Section 4-3-304,
Tennessee Code Annotated, which authorizes the Department of Audit to “perform currently a
post-audit of al accounts and other financial records of the state government, and of any
department, institution, office, or agency thereof in accordance with generally accepted auditing
standards and in accordance with such procedures as may be established by the comptroller.”

Section 8-4-109, Tennessee Code Annotated, authorizes the Comptroller of the Treasury
to audit any books and records of any state governmental entity that handles public funds when
the Comptroller considers an audit to be necessary or appropriate.

BACKGROUND

The Chattanooga State Technica Community College Foundation is a nonprofit
foundation incorporated on November 18, 1977. The foundation’s purpose is to aid Chattanooga
State Technical Community College in carrying out its goals and purposes. The foundation is not
authorized to issue capital stock. All corporate powers are executed by the board of directors.

ORGANIZATION

The Chattanooga State Technical Community College Foundation is governed by a board
of directors. The directors are chosen from the Chattanooga State Technical Community College
Board of Associates. The exact number of directors is determined by the board; however, no
fewer than three directors can serve at any time. The board’s normal transactions are executed by
an executive committee.



AUDIT SCOPE

The audit was limited to the period July 1, 2000, through June 30, 2002, and was
conducted in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing
Sandards, issued by the Comptroller General of the United States. Financial statements are
presented for the years ended June 30, 2002, and June 30, 2001.

OBJECTIVESOF THE AUDIT

The objectives of the audit were

1. to consider the foundation’'s internal control over financial reporting to determine
auditing procedures for the purpose of expressing an opinion on the financial
Statements;

2. to determine compliance with certain provisions of laws, regulations, contracts, and
grants;

3. todetermine the fairness of the presentation of the financial statements; and
4. to recommend appropriate actions to correct any deficiencies.

PRIOR AUDIT FINDINGS

There were no findings in the prior audit report.

RESULTSOF THE AUDIT

AUDIT CONCLUSIONS

Internal Control

As part of the audit of the foundation’s financial statements for the years ended June 30,
2002, and June 30, 2001, we considered internal control over financial reporting to determine



auditing procedures for the purpose of expressing an opinion on the financial statements, as re-
quired by auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States. Consideration of internal control over financia
reporting disclosed no material weaknesses.

Compliance

The results of our tests disclosed no instances of noncompliance that are required to be
reported under Government Auditing Standards.

Fairness of Financial Statement Presentation

The Division of State Audit has rendered an unqualified opinion on the foundation’s
financia statements.



STATE OF TENNESSEE

COMPTROLLER OF THE TREASURY
DEPARTMENT OF AUDIT
DIVISION OF STATE AUDIT

SUITE 1500
JAMES K. POLK STATE OFFICE BUILDING
NASHVILLE, TENNESSEE 37243-0264
PHONE (615) 401-7897
FAX (615) 532-2765

Report on Compliance and on Internal Control
Over Financial Reporting Based on an Audit of
Financial Statements Performed in Accordance With
Government Auditing Standards

May 30, 2003

The Honorable John G. Morgan
Comptroller of the Treasury
State Capitol

Nashville, Tennessee 37243

Dear Mr. Morgan:

We have audited the financial statements of Chattanooga State Technical Community
College Foundation as of and for the years ended June 30, 2002, and June 30, 2001, and have
issued our report thereon dated May 30, 2003. We conducted our audit in accordance with
auditing standards generaly accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States.

Compliance

As part of obtaining reasonable assurance about whether the foundation's financial
statements are free of material misstatement, we performed tests of the foundation’s compliance
with certain provisions of laws, regulations, contracts, and grants, honcompliance with which
could have a direct and material effect on the determination of financial statement amounts.
However, providing an opinion on compliance with those provisions was not an objective of our
audit, and, accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance that are required to be reported under Government Auditing
Sandards.



The Honorable John G. Morgan
May 30, 2003
Page Two

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the foundation’s internal control
over financia reporting in order to determine our auditing procedures for the purpose of
expressing our opinion on the financial statements and not to provide assurance on the interna
control over financial reporting. Our consideration of the interna control over financia
reporting would not necessarily disclose all matters in the internal control over financial
reporting that might be material weaknesses. A material weakness is a condition in which the
design or operation of one or more of the internal control components does not reduce to a
relatively low level the risk that misstatements in amounts that would be material in relation to
the financial statements being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions. We noted no matters
involving the internal control over financial reporting and its operation that we consider to be
material weaknesses.

However, we noted a matter involving the internal control over financial reporting, which
we have reported to the foundation’ s management in a separate letter.

This report is intended solely for the information and use of the General Assembly of the
State of Tennessee and management and is not intended to be and should not be used by anyone
other than these specified parties. However, thisreport is amatter of public record.

Sincerdly,

Arthur A. Hayes, Jr., CPA,
Director

AAH/sds



STATE OF TENNESSEE

COMPTROLLER OF THE TREASURY
DEPARTMENT OF AUDIT
DIVISION OF STATE AUDIT

SUITE 1500
JAMES K. POLK STATE OFFICE BUILDING
NASHVILLE, TENNESSEE 37243-0264
PHONE (615) 401-7897
FAX (615) 532-2765

Independent Auditor’s Report

May 30, 2003

The Honorable John G. Morgan
Comptroller of the Treasury
State Capitol

Nashville, Tennessee 37243

Dear Mr. Morgan:

We have audited the accompanying statements of financial position of Chattanooga State
Technical Community College Foundation as of June 30, 2002, and June 30, 2001, and the
related statements of activities and cash flows for the years then ended. These financial
statements are the responsibility of the foundation's management. Our responsibility is to
express an opinion on these financial statements, based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States. Those
standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining,
on atest basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financia statement presentation. We believe that
our audit provides areasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in al material
respects, the financia position of the Chattanooga State Technica Community College
Foundation, as of June 30, 2002, and June 30, 2001, and the changes in net assets and the cash
flows for the years then ended in conformity with accounting principles generally accepted in the
United States of America.



The Honorable John G. Morgan
May 30, 2003
Page Two

In accordance with Government Auditing Standards, we have aso issued our report dated
May 30, 2003, on our consideration of the foundation’s internal control over financial reporting
and our tests of its compliance with certain provisions of laws, regulations, contracts, and grants.
That report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be read in conjunction with this report in considering the results of our
audit.

Sincerely,

(20 by

Arthur A. Hayes, Jr., CPA,
Director
AAH/sds



CHATTANOOGA STATE TECHNICAL COMMUNITY COLLEGE FOUNDATION
STATEMENTS OF FINANCIAL POSITION
JUNE 30, 2002, AND JUNE 30, 2001

Exhibit A

Assets:
Cash and cash equivalents (Note 2)
Investments (Note 3)
Accounts receivable
Interest receivable
Unconditional promises to give (Note 4)
Prepaid expenses
Land (Note 5)

Total assets
Liabilities and net assets:
Liabilities:

Accounts payable

Note payable (Note 5)

Other liabilities

Total liabilities
Net assets:

Unrestricted

Temporarily restricted (Note 6)
Permanently restricted (Note 6)
Total net assets

Total liabilities and net assets

158569492 $ 2,285113.09 $ 655,565.99 $  4,526,374.00 $ 1,861,298.56

June 30, 2002 June 30, 2001
Temporarily Permanently Temporarily
Unrestricted Restricted Restricted Total Unrestricted Restricted Total

424,964.50 $ 194,587.88 % 34,179.06 $ 653,731.44 $ 517,047.66 - 727,757.78

1,160,415.42 1,364,922.18 596,386.93 3,121,724.53 1,341,204.53 1,636,279.48 3,194,114.24

- - - - 2,744.73 - 2,744.73

- - - - 301.64 - 301.64

- - 25,000.00 25,000.00 - - -

315.00 - - 315.00 - - -

- 725,603.03 - 725,603.03 - - 725,603.03 725,603.03
1,585,694.92 $ 2285113.09 $ 655,565.99 $  4,526,374.00 $ 1,861,298.56 2,361,882.51 4,650,521.42
48,094.52 $ - $ - $ 48,094.52 $ 53,694.33 - 53,694.33
- 162,500.00 - 162,500.00 - 162,500.00 162,500.00
- - 20,000.00 20,000.00 - 2,744.73 2,744.73
48,094.52 162,500.00 20,000.00 230,594.52 53,694.33 165,244.73 218,939.06
1,537,600.40 - - 1,537,600.40 1,807,604.23 - 1,807,604.23
- 2,122,613.09 - 2,122,613.09 - 2,196,637.78 2,196,637.78
- - 635,565.99 635,565.99 - - 427,340.35
1,537,600.40 2,122,613.09 635,565.99 4,295,779.48 1,807,604.23 2,196,637.78 4,431,582.36
2,361,882.51 4,650,521.42

The notes to the financial statements are an integral part of this statement.



Exhibit B

CHATTANOOGA STATE TECHNICAL COMMUNITY COLLEGE FOUNDATION
STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2002

Revenues and other additions:
Contributions
Investment income
Net realized/unrealized losses
Net assets rel eased from restrictions

Total revenues and other additions

Expenses:
Program expenses:
Scholarships
Faculty/staff development
Employee awards
Program devel opment
Genera and administrative expenses:
Operating expenses
Other professional and administrative services
Fund raising
Club dues
Insurance
Interest
Property taxes
Other

Total expenses

Transfers:
Permanently restricted

Changes in net assets
Net assets at beginning of year

Net assets at end of year

Temporarily Permanently
Unrestricted Restricted Restricted Total

$ 52,032.54 $ 197,759.65 $ 162,490.00 $ 412,282.19
80,852.85 104,162.48 1,529.02 186,544.35
(169,559.65) (201,520.90) (793.38) (371,873.93)
154,425.92 (154,425.92) - -
117,751.66 (54,024.69) 163,225.64 226,952.61
194,519.02 - - 194,519.02
24,186.83 - - 24,186.83
2,500.00 - - 2,500.00
59,966.26 - - 59,966.26
20,002.23 - - 20,002.23
17,000.00 - - 17,000.00
896.79 - - 896.79
18,409.12 - - 18,409.12
593.16 - - 593.16
11,916.66 - - 11,916.66
9,996.69 - - 9,996.69
2,768.73 - - 2,768.73
362,755.49 - - 362,755.49
(25,000.00) (20,000.00) 45,000.00 -
(270,003.83) (74,024.69) 208,225.64 (135,802.88)
1,807,604.23 2,196,637.78 427,340.35 4,431,582.36
$ 1,537,600.40 $ 2,122,613.09 $  635,565.99 $  4,295,779.48

The notesto the financial statements are an integral part of this statement.




Exhibit C
CHATTANOOGA STATE TECHNICAL COMMUNITY COLLEGE FOUNDATION
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2001

Temporarily Permanently
Unrestricted Restricted Restricted Total
Revenues and other additions:
Contributions $ 40,854.65 $ 914,719.62 $ 1,500.00 $ 957,074.27
Investment income 44,981.90 54,750.23 688.37 100,420.50
Net realized/unrealized gains (losses) (361,215.70) (72,972.60) 2,536.88 (431,651.42)
Net assets released from restrictions 352,627.49 (352,627.49) - -
Other - 368.82 - 368.82
Total revenue and other additions 77,248.34 544,238.58 4,725.25 626,212.17
Expenses:
Program expenses:
Scholarships 158,765.25 - - 158,765.25
Faculty/staff development 26,794.63 - - 26,794.63
Employee awards 2,548.99 - - 2,548.99
Program development 312,655.51 - - 312,655.51
Alumni newsletter 4,965.68 - - 4,965.68
Genera and administrative expenses:
Operating expenses 34,424.21 - - 34,424.21
Other professional and administrative services 10,000.00 - - 10,000.00
Fund raising 316.43 - - 316.43
Club dues 1,668.00 - - 1,668.00
Insurance 991.78 - - 991.78
Other 3,127.73 - - 3,127.73
Total expenses 556,258.21 - - 556,258.21
Changes in net assets (479,009.87) 544,238.58 4,725.25 69,953.96
Net assets at beginning of year 2,286,614.10 1,652,399.20 422,615.10 4,361,628.40
Net assets at end of year $ 1,807,604.23 $ 2,196,637.78 $  427,340.35 $  4,431,582.36

The notes to the financial statements are an integral part of this statement.
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Exhibit D

CHATTANOOGA STATE TECHNICAL COMMUNITY COLLEGE FOUNDATION
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED JUNE 30, 2002, AND JUNE 30, 2001

Cash flows from operating activities:
Increase (decrease) in net assets

Y ear Ended
June 30, 2002

$  (135,802.88)

Adjustments to reconcile change in net assetsto net cash

provided by operating activities:

Decrease (increase) in accrued interest receivable

Increase in accounts receivable

Increase in prepaid expense

Increase in cash surrender value of insurance
Increase (decrease) in accounts payable
Increase in other liabilities

Net realized/unrealized |0sses on investments

Net cash provided by operating activities
Cash flows from investing activities:
Proceeds from surrender value of life insurance
Purchases of investments
Purchase of land
Proceeds from sale of investments

Net cash used for investing activities

Cash flows from financing activities:
Proceeds from short term note payable

Net cash provided by financing activities

Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Y ear Ended
June 30, 2001

$ 69,953.96

301.64 (257.70)
(22,255.27) (2,744.37)
(315.00) -

- (493.82)

(5,599.81) 720.48
17,255.27 2,744.37
371,873.93 431,651.42
225,457.88 501,574.34
- 6,830.47
(202,729.04) -
- (725,603.03)
(96,755.18) 402,191.80
(299,484.22) (316,580.76)
- 162,500.00

- 162,500.00
(74,026.34) 347,493.58
727,757.78 380,264.20

$ 653,731.44

$ 727,757.78

The notes to the financial statements are an integral part of this statement.
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Chattanooga State Technical Community College Foundation

Notesto the Financial Statements
June 30, 2002, and June 30, 2001

NOTE 1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Activities

The Chattanooga State Technical Community College Foundation is a not-for-profit
organization exempt from federal income tax under Section 501(c)(3) of the Internal
Revenue Code. The foundation was formed to support Chattanooga State Technical
Community College. The foundation receives support from individual, corporate,
and other donors and uses its resources for scholarships, property and equipment,
and other purposes to further the college’ s goals.

Basis of Presentation

The accompanying financia statements have been prepared on the accrual basis of
accounting and, accordingly, reflect all significant receivables, payables, and other
liabilities.

Use of Estimates

The preparation of financial statements in conformity with accounting principles
generaly accepted in the United States of America requires management to make
estimates and assumptions that affect certain reported amounts and disclosures.
Accordingly, actual results could differ from those estimates.

Cash and Cash Equivalents

For purposes of the statement of cash flows, the foundation considers all
unrestricted highly liquid investments with an initial maturity of three months or
less to be cash equivalents.

Promisesto Give

Unconditional promises to give, less an allowance for uncollectible amounts, are
recognized as revenue in the period received and as assets, decreases of liabilities,
or expenses depending on the form of the benefits received. Conditional promises
to give are recognized when the conditions on which they depend are substantially
met. Unconditional promises to give that are expected to be collected within one
year are recorded at net realizable value. Unconditional promises to give that are
expected to be collected in future years are recorded at the present value of their
estimated future cash flows. The discounts on those amounts are computed using

12



Chattanooga State Technical Community College Foundation

Notesto the Financial Statements (Cont.)
June 30, 2002, and June 30, 2001

NOTE 2.

risk-free interest rates applicable to the years in which the promises are received.
Amortization of the discountsisincluded in contribution revenue.

Investments

Investments in marketable securities are stated at fair value. Unrealized gains and
losses are included in the change in net assets in the accompanying statements of
activities.

Contributions

Contributions received are recorded as unrestricted, temporarily restricted, or
permanently restricted support, depending on the existence and/or nature of any
donor restrictions. Support that is restricted by the donor is reported as an increase
in unrestricted net assets if the restriction expires in the reporting period in which
the support is recognized. All other donor-restricted support is reported as an
increase in temporarily or permanently restricted net assets, depending on the nature
of the restriction. When a restriction expires (that is, when a stipulated time
restriction ends or a purpose restriction is accomplished), temporarily restricted net
assets are reclassified to unrestricted net assets and reported in the statement of
activities as net assets released from restrictions.

CASH AND CASH EQUIVALENTS

At June 30, 2002, cash and cash equivalents consisted of $244,876.97 in bank
accounts and $408,854.47 in money market mutua funds. At June 30, 2001, cash
and cash equivalents consisted of $233,447.28 in bank accounts and $494,310.50 in
money market mutual funds.

Financial instruments that potentially subject the foundation to concentrations of
credit risk consist principally of cash and cash equivalent accounts in financial
institutions.

At June 30, 2002, the carrying amount of the foundation’s deposits was
$244,876.97, and the bank balance including accrued interest was $244,926.40. Of
the bank balance, $100,000.00 was insured, and $144,926.40 was uninsured.

At June 30, 2001, the carrying amount of the foundation’s deposits was

$233,447.28, and the bank balance including accrued interest was $634,101.01. Of
the bank balance, $100,000.00 was insured, and $534,101.01 was uninsured.
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Chattanooga State Technical Community College Foundation
Notesto the Financial Statements (Cont.)
June 30, 2002, and June 30, 2001

NOTE 3. INVESTMENTS

The Chattanooga State Technical Community College Foundation is authorized to
invest funds in accordance with its board of directors policies. The foundation’s
investments are presented in the financial statements at fair value and are
summarized as follows:

June 30, 2002 June 30, 2001
Mutual funds $ 37,012.00 $ 189,292.47
Common stock 1,369,246.78 1,570,119.97
U.S. government bonds 1,663,773.75 1,434,701.80
Corporate bonds 51,692.00 -
Total investments $3,121,724.53 $3,194,114.24

Concentrations of credit risk exist with respect to the foundation’ s investments.

NOTE 4. UNCONDITIONAL PROMISESTO GIVE

At June 30, 2002, unconditional promises to give totaled $25,000. The foundation
expected to collect this total amount within one year, and it is therefore reported at
full value.

NOTE 5. NOTE PAYABLE

During the year ended June 30, 2001, the foundation borrowed funds to purchase
land adjacent to the college’'s east campus. The purchase of the land for
$725,603.03 was funded by $563,103.03 of contributions designated for that
purpose and a $162,500.00 note payable. The note bears no interest and was
originally due on October 31, 2001. By agreement with the lender, the debt will be
repaid after June 30, 2002. The outstanding balance of the note at June 30, 2001,
and at June 30, 2002, was $162,500.00

14



Chattanooga State Technical Community College Foundation
Notesto the Financial Statements (Cont.)
June 30, 2002, and June 30, 2001

NOTE 6. RESTRICTIONSON NET ASSETS

Temporarily restricted net assets are available for scholarship assistance, the
college's building program, the college’'s academic programs, and certain other
community-related projects.

June 30, 2002 June 30, 2001
Purchase of property and equipment
for the college $ 1,293,744.35 $ 1,418,449.03
Scholarship assistance 698,218.53 695,106.85
Academic programs 111,595.45 65,696.21
Other 19,054.76 17,385.69
$2,122,613.09 $2,196,637.78

Permanently restricted net assets are to provide a permanent endowment for the
foundation, with investment income restricted primarily for scholarships or other
academic purposes.
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